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A case study of the Insolvent trading in the Australian company law 

ZHIJI LI 

The directors of the company, when the company is operating normally, mainly consider 
the interests of the company. But when the company is operating difficultly, they must 
consider the interests of the company's creditors. In accordance with the general legal 
doctrine, there is no legal relationship between the directors and the creditors of the 
company. Because the directors did not consider the interests of the creditors of the 
company, investigated the responsibility of the directors, it is difficult to find a legal 
basis. 
In order to protect the interests of the creditors of the company, the section 588G of the 
Australian Corporations Act provides for directors the obligations to prevent the 
insolvent trading. The duty is a legal duty of the directors which is rare in the existing 
national laws. The following is, with reference to precedents, to review the application 
of the provisions in the case. 
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